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(ii) There has been no obvious and 
material change in market conditions 
or physical aspects of the property that 
threatens the adequacy of the Farm 
Credit System institution’s real estate 
collateral protection, even with the ad-
vancement of new loan funds; 

(6) A Farm Credit System institution 
purchases a loan or an interest in a 
loan, pool of loans, or interests in real 
property, including mortgage-backed 
securities, provided that: 

(i) The appraisal prepared for each 
loan, pooled loan, or real property in-
terest, when originated, met the stand-
ards of this subpart, other Federal reg-
ulations adopted pursuant to FIRREA, 
or the requirements of the government- 
sponsored secondary market inter-
mediaries under whose auspices the in-
terest is sold; and 

(ii) There has been no obvious and 
material change in market conditions 
or physical aspects of the property that 
would threaten the Farm Credit Sys-
tem institution’s collateral position, or 

(7) A Farm Credit System institution 
makes or purchases a loan secured by 
real estate, which loan is guaranteed 
by an agency of the United States Gov-
ernment and is supported by an ap-
praisal that conforms to the require-
ments of the guaranteeing agency. 

To qualify for exceptions in para-
graphs (c)(1) through (c)(7) of this sec-
tion from the requirements of this sub-
part, the institution must have docu-
mentation justifying the use of such 
exceptions in the applicable loan 
file(s). In addition, the institution 
must document that the repayment of 
a ‘‘business loan’’ is not dependent on 
income derived from the sale or cash 
rental of real estate. 

(d) FCA-required appraisals. The FCA 
reserves the right to require an ap-
praisal under this subpart whenever it 
believes it is necessary to address safe-
ty and soundness issues. 

(e) Reciprocity. The requirements of 
this subpart are satisfied by the use of 
State certified or State licensed ap-
praisers from any State provided that: 

(1) The appraiser is qualified to per-
form such appraisals; 

(2) The applicable Farm Credit Sys-
tem institution has established policies 
providing for such interstate apprais-
als; and 

(3) The applicable State appraiser li-
censing and certification agency recog-
nizes the certification or license of the 
appraiser’s State of permanent certifi-
cation or licensure. 

[59 FR 46730, Sept. 12, 1994, as amended at 60 
FR 2687, Jan. 11, 1995] 

§ 614.4265 Real property evaluations. 

(a) Real estate shall be valued on the 
basis of market value. 

(b) Market value shall be determined 
by a reasonable valuation method that: 

(1) Considers the income capitaliza-
tion approach, the sales comparison ap-
proach, and/or the cost approach, as ap-
propriate, to determine market value; 

(2) Explains and documents the 
elimination of any approach not used. 

(3) Reconciles the market values of 
the applicable approaches; and 

(c) At a minimum, the institution 
shall develop and document the evalua-
tion of the income and debt servicing 
capacity for the property and operation 
where the transaction value exceeds 
$250,000 and the real estate taken as 
collateral: 

(1) Is an integral part of and supports 
the principal source of loan repayment; 
or 

(2) Is not an integral part of and does 
not support the principal source of loan 
repayment, but has demonstrable rent-
al market appeal, is statutorily re-
quired, and fully or partially con-
stitutes an integral part of an agricul-
tural or aquatic operation. 

(d) The income-earning and debt- 
servicing capacity established under 
paragraph (c) of this section on such 
properties shall be documented as part 
of the credit analysis for any related 
loan action, whether or not the income 
capitalization approach value is used 
as the basis for the market value con-
clusion stated in the evaluation report. 

(e) Collateral closely aligned with, an 
integral part of, and normally sold 
with real estate (fixtures) may be in-
cluded in the value of the real estate. 
All other collateral associated with the 
real estate, but designated as personal 
property, shall be evaluated as per-
sonal property in accordance with 
§§ 614.4250 and 614.4266. 

(f) The evaluation shall properly 
identify all nonagricultural influences, 
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including, but not limited to, urban de-
velopment, mineral deposits, and com-
mercial building development value, 
and the reasoning supporting the eval-
uator’s highest and best-use conclu-
sion. 

(g) Where an evaluation of real prop-
erty is completed by a fee appraiser, as 
defined in § 614.4240(g), the institution’s 
standards shall include provisions for 
periodic collateral inspections per-
formed by the institution’s account of-
ficer or appropriate designee. 

[59 FR 46730, Sept. 12, 1994, as amended at 71 
FR 65387, Nov. 8, 2006; 75 FR 35968, June 24, 
2010] 

§ 614.4266 Personal and intangible 
property evaluations. 

(a) Personal property and intangibles 
shall be valued on the basis of market 
value in accordance with the institu-
tion’s evaluation standards and poli-
cies. 

(b) Personal property evaluations 
shall include a source of comparisons 
of value (i.e., equipment dealer list-
ings, Blue Book, market sales reports, 
etc.) and a description of the property 
being evaluated, including location of 
the property and, where applicable, 
quantity, species/variety, measure/ 
weight, value per unit and in total, 
type of identification (such as brand, 
bill of lading, or warehouse receipt), 
quality, condition, and date. 

(c) Evaluations of intangibles shall 
include a review and description of the 
documents supporting the property in-
terests and the marketability of the in-
tangible property, including applicable 
terms, conditions, and restrictions con-
tained in the document that would af-
fect the value of the property. 

(d) Where an evaluation of personal 
or intangible property is completed by 
a fee appraiser, as defined in 
§ 614.4240(g), the institution’s standards 
shall include provisions for periodic 
collateral inspections and verification 
by the institution’s account officer or 
appropriate designee. 

(e) When a Farm Credit System insti-
tution deems an appraisal necessary, 
personal or intangible property shall be 
appraised in accordance with proce-
dures and standards established by the 
institution by individuals deemed 
qualified by the institution to com-

plete the work under the USPAP Com-
petency and Ethics Provisions. 

[59 FR 46730, Sept. 12, 1994, as amended at 59 
FR 50964, Oct. 6, 1994] 

§ 614.4267 Professional association 
membership; competency. 

(a) Membership in appraisal organiza-
tions. A State certified appraiser or a 
State licensed appraiser may not be ex-
cluded from consideration for an as-
signment for a real estate-related 
transaction solely by virtue of mem-
bership or lack of membership in any 
particular appraisal organization. 

(b) Competency. All staff and fee eval-
uators, including appraisers, per-
forming evaluations in connection with 
real, personal, or intangible property 
taken as collateral in connection with 
extensions of credit must meet the 
qualification requirements of this sub-
part. However, an evaluator (as defined 
in § 614.4240(n)) may not be considered 
competent solely by virtue of being 
certified, licensed, or accredited. Any 
determination of competency shall be 
based on the individual’s experience 
and educational background as they re-
late to the particular evaluation as-
signment for which such individual is 
being considered. 

Subpart G [Reserved] 

Subpart H—Loan Purchases and 
Sales 

SOURCE: 57 FR 38247, Aug. 24, 1992, unless 
otherwise noted. 

§ 614.4325 Purchase and sale of inter-
ests in loans. 

(a) Definitions. For the purposes of 
this subpart, the following definitions 
shall apply: 

(1) Interests in loans means ownership 
interests in the principal amount, in-
terest payments, or any aspect of a 
loan transaction and transactions in-
volving a pool of loans, including serv-
icing rights. 

(2) Lead lender means a lending insti-
tution having a direct contractual rela-
tionship with a borrower to advance 
funds, which institution sells or as-
signs an interest or interests in such 
loan to one or more other lenders. 
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